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with the thirteenth annual report of 
the Federal Reserve Bank of New 
York, covering the year 1927. 
Respectfully yours, 
Gates W. McGarrau, 
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FEDERAL RESERVE Boarp, 
Washington, D. C. 








Thirteenth Annual Report 
Federal Reserve Bank of New York 


The Year’s Credit Changes 


The statement of condition of the Federal Reserve Bank of New 
York at the year-end reflects at a number of points the unusual 
economic movements of the year. In particular, a large outflow of 
gold is reflected in a decrease in the bank’s gold reserves and an 
increase in its total extensions of credit. Federal Reserve policy 
is reflected in an increase in holdings of Government securities. 
Some recession in business activity and an accompanying decrease 
in industrial payrolls is reflected in a decrease in Federal Reserve 
notes in circulation. An expansion in bank credit based in part on 
gold imports early in the year, together with moderately easy money 
conditions, is reflected in an increase in the reserve deposits of 
member banks. 

The extent of these various changes is shown in the following 
summary of the principal items of the statement of condition. The 
figures shown are the average daily figures for the last week of each 
year rather than for the last day of the year, which is frequently 
subject to chance fluctuations. 


PRINCIPAL RESOURCES AND LIABILITIES OF FEDERAL RESERVE BANK OF NEW YORK 
(Figures are_averages for last 7 days of each year—In millions of dollars) 











| | 
1926 | 1927 | Change 


Principal Resources | | 









































ree Rar od > asd outs Seciaca crore aes uci cla vie ca rela cena pe eee 875 —107 
Bills and Securities: 
Eoans to member DANES. ici ecco ca deen eee) “2OG 237 + 42 
Acceptances purchased. . ee Unis dernend eat ecacd ae 95 — 12 
United States securities purchased. a Berit or ee ER, 66 171 +105 
Total bills and securities.......................| 368 | 503 +135 
Principal Liabilities | 
Federal Reserve notes in circulation...................] 418 | 386 = 32 
Deposits: | 
Reserve deposits of member banks..................| 870 960 + 90 
oe: ee bg e ime op kee ace eared 12 4 —- 8 
All other deposits. . Ware 31 11 20 
hi atc ctcsssaniecscenseinl 913 975 + 62 
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COMPARISON WITH THE RESERVE SYSTEM 


One interesting fact with regard to the changes in condition of 
the Federal Reserve Bank of New York in the past year is that the 
year’s changes for the System as a whole have in considerable 
measure been concentrated in New York, due probably to the fact 
that the major influence during the year has been the movement 
of gold, and most of the gold movement customarily flows through 
the Port of New York. The following table compares the changes 
shown above for the New York Bank with changes similarly com- 
puted for the Federal Reserve System as a whole. It indicates 
that in the case of gold reserves the New York Bank has shown an 
even larger loss than the total for the entire System, and corre- 
spondingly that member bank borrowing at the New York Bank 
provided more than its proportionate share of the increased require- 
ment for credit which has resulted largely from gold exports. The 
increase in Government securities on the other hand (by arrange- 
ment between the Reserve Banks) has been more evenly dis- 
tributed through the System, as has also the decrease in currency 
and the increase in reserve balances of member banks. 


CHANGES FROM END OF 1926 TO END OF 1927 IN PRINCIPAL RESOURCES AND LIABILITIES 
OF ALL FEDERAL RESERVE BANKS COMBINED AND FEDERAL RESERVE BANK OF 
NEW YORK 
(Changes are based on average figures for last 7 - ites each year—In millions of dollars) 











Federal Reserve 
All Federal Bank of 
Reserve Banks New York 
Principal Resources | 
Reps 3G 0 5S ie oleic Steve tina ecsnas’e be bie eas — 70 —107 
Bills and Securities: 
Loans to member banks. . siags earsaaae eaten —139 + 42 
Acceptances purchased. . erence + 1 — 12 
United States securities purchased. .. Rene +287 +105 
Total bills and securities................. +148 +135 
Principal Liabilities 
Federal Reserve notes in circulation............ — 69 — 32 
Deposits: 
Reserve deposits of member banks............ +180 | + 90 
Government —* Sd pais skis ae esenirss — 21 —- 8 
All other deposits. . Be eA ACEO S, see ide — 22 — 20 
RUIN oo ocd bck GAG samen eee +137 + 62 











The important changes shown by these statements are analyzed 
in further detail in succeeding paragraphs. 
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CHANGES IN GOLD RESERVES 

The gold movements of the year were larger than in any year 
since 1921. Most of these movements were centered in New York 
City and involved in one way or another the Federal Reserve Bank 
of New York. The year began with net imports (and a gain through 
changes in earmarking) of over $100,000,000 in the first four months. 
In May and June there were two unusual operations in the purchase 
of $62,000,000 of gold abroad to prevent its import into this 
country, and an increase of $95,000,000 in the amount of gold set 
aside in the vaults of the Federal Reserve Bank of New York ear- 
marked for foreign account. The gold purchased abroad was later 
sold, and in the last four months of the year a net amount of 
$82,000,000 was set aside under earmark. In September there also 
began a gold export movement which by the end of December had 
exceeded imports in that period by $141,000,000. The net effect 
of all these transactions was a net loss of more than $150,000,000 of 
goid during the year, though this was partly offset in Reserve 
Bank holdings by some retirement of gold certificates from cir- 
culation and additions from domestic gold production; so that 
Federal Reserve gold holdings were reduced only $70,000,000. 

Gold movements are shown by months in the following table. 
The figures for exports and imports are for the country as a whole, 
though all but $62,000,000 were made to or from New York. The 
earmarking operations were all at the Federal Reserve Bank of New 
York, which handles foreign accounts for the Reserve System. 


GAIN OR LOSS THROUGH GOLD MOVEMENTS* 


(In millions of dollars) 


1927 | Imports; Exports} Imports 








or 

Exports 
January $ 59 $ 15 
February 22 2 
March 17 6 
April 15 3 
ay 34 2 
June 15 2 
July 11 2 
August 8 2 
September 13 24 
October 2 11 
November 2 55 
December 10 78 








Total} $208 $202 





* Excludes $62,000,000 in gold purchased abroad during May and June and later sold. 
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The following table shows the principal sources of imports and 
the destinations of exports. 











Net Imports From Net Exports To 

Great Britain............. $31,000,000 Argentina................. $62,000,000 
ORIRGG i056. 5 5. cee ss os SOOO BFAGU. 0 6 ikc ce ceeacts CeO CUO 
AMSITAG.........6..000.-. 22,000,000 Germany................. 14,000,000 
PEMMOD.ccncicccccccssssss SO POIBNG. ccc eccccccss css «=O 
DODO... ccc c ccs ccsesccs., SOOUOOO China and Hong Kong..... 5,000,000 
RGU ib scecret scence cee | SRORIROOD BOWUM. 3c ccce esis css BZOCOCOO 
Netherlands............... 7,000,000 British Malaya............ 3,000,000 
BOURGOT..... 005. .606055.s. 2000/000 LC. mmm) UL 
RMN are rn cians teenies eoi a 2,000,000 UPUBUBY....5.0c5ccsccs ees SOCRC00 

Venowuela.........5....+... 208Q000 

Sweden.............0.0++. 2,000,600 


The net loss of gold in 1927 brings the country’s gold stock down 
to the level of 1925 and well below the level of late 1924. The ac- 
companying diagram of the gold stock shows that there have been 
comparatively minor changes since the autumn of 1924 in contrast 
with a vigorous import movement up to then. 


BILLIONS of DOLLAKS 





1 iilionae - 
1914 1916 1918 920 1922 1924 1926 27 


1. The loss of gold at the end of the year brought the country’s gold stock to the level of 
1925 and considerably below that of late 1924 


The effects of the year’s gold movements upon the gold reserves 
of the Federal Reserve Bank of New York and of the whole Federal 
Reserve System are shown in the following diagram. 


a 
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2. A comparison of gold reserves for the New York Bank and for the System indicates 
that the decline in gold reserves for the System was concentrated in New York 


For the first seven months of the year the gold reserves of the 
New York Bank were substantially higher than in 1926 but after 
the discount rate was reduced, early in August, there was a decline 
in gold reserves which continued, with some interruptions, until the 
end of the year and resulted in a net reduction of approximately 
$200,000,000. The first hundred million of this decline was due 
principally to a movement of funds from New York to other districts 
in which higher discount rates were maintained for a time. A return 
movement occurred subsequently, but was more than offset by 
heavy gold exports and earmarking transactions; so that the decline 
continued to the end of the year. At the end of the year the gold 
reserves of the bank were $100,000,000 under the figure for the end 
of 1926. 

A comparison of the reserves of the New York Bank and of the 
System indicates that all of the decline occurring in gold reserves 
for the System as a whole was concentrated in New York where all 
of the earmarking took place and most of the exports. The gold 
reserves of Federal Reserve Banks do not fully reflect the loss of gold 
during the year, due to the retirement from circulation of about 
$40,000,000 of gold certificates which were absorbed in the Sys- 
tem’s gold reserves. 


TOTAL BILLS AND SECURITIES 


The total amount of credit extended by the Federal Reserve 
Bank of New York followed very much the same course as in 1926, 
until the last quarter of the year when the volume of credit was 
increased to provide banks with the resources to meet the drain of 
gold exports. At the end of the year the total bills and securities, or 
total earning assets, of the bank were larger than at any time since 
June 1921. 
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3. Total Bills and Securities followed much the same course as in 1926, except for an 
increase at the end of the year to provide banks with funds to meet gold exports 
For the System, as a whole, total credit extensions were con- 

siderably less than in 1926, until the last quarter of the year, re- 
flecting gold imports and the reduction in currency requirements. 
In the last quarter of the year, however, the total volume of Reserve 
Bank credit extended increased to new high levels since October 
1921, reflecting largely the loss of gold, although reflecting in part 
also a rapid expansion of loans and investments of member banks 
which led to an increase in their requirements for reserves. As the 
loss of gold toward the end of the year was largely concentrated 
in New York, so the additional demand for credit due to gold 
exports, as has been indicated, fell particularly upon New York 
and a large part of the increase in the total volume of Federal 
Reserve credit in use took the form of an increase in the total bills 
and securities of the Federal Reserve Bank of New York. 


BILLS DISCOUNTED 
The volume of bills discounted by the New York Reserve 


Bank during 1927 was not far different from the volume in 1926 


although the figures tended to be slightly lower in the spring of the 
year and in the late summer. For the System as a whole, however, 


MILLIONS of ZOLLARS MILLIONS G/ DOLLARS 
400 700 
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4. Bills discounted for member banks in the New York district were close to the volume 
of 1926, while the discounts for the System were substantially lower 





> 
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bills discounted were substantially lower than in 1926 during the 
major part of the year. A part of this reduction may be ascribed 
to the smaller aggregate demand for Federal Reserve credit until 
late in the year, but a part of it also reflected an increase in holdings 
of Government securities by the Reserve Banks which placed funds 
in the hands of the member banks which they employed to liquidate 
indebtedness at the Reserve Banks. Although most of the securities 
were purchased in the New York market the principal liquidation 
of indebtedness took place in the interior districts. The extent of 
liquidation by banks in interior districts as compared with the New 
York district is indicated by the following table of the average 
amounts of bills discounted at the several Federal Reserve Banks 
for the month of October 1927, compared with October 1926. 
(In thousands of dollars) 





October October Change Per Cent 

1926 1927 Change 

MN etd d 5. Stal le pcg 42,180 33,290 — 8,890 —21.1 
New York... Sparen ates 164,579 126,862 —37,717 —22.9 
Philadelphia. . phateos 49,918 38,425 —11,493 —23.0 
CIBVOIANG: «5.5 cee dc eee 70,386 43,720 — 26,666 —37.9 
RiehmOnds 5... 5 k6 see ces 45,664 28,888 — 16,776 —36.7 
PORNO fais oct cwleca eves 55,681 25,999 — 29,682 —53.3 
BOE Fs e505 30 0s ain he 89,224 36,483 —52,741 —59.1 
CO ee ene 42,163 21,484 — 20,679 —49.0 
DHINNCAPONS ... ..6 os boc os 11,145 2,672 — 8,473 —76.0 
Kansas City.............. 12,455 15,730 + 3,275 +26.3 
BIA ide cw ee cis kaos 19,451 7,151 — 12,300 —63.2 
San Francisco........... 62,720 43,709 —19,011 —30.3 





GOVERNMENT SECURITIES HELD 
The United States Government securities held by the Federal 
Reserve Bank of New York increased during 1927 from approxi- 
mately $65,000,000 to $170,000,000, an increase which was roughly 


proportional to the increase for the System as a whole. 
PaLLlSof DOLLARS 





2001 
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5. Government security holdings of the Federal Reserve Bank of New York and all Federal 
Reserve Banks increased in the second half of the year and furnished the 
market with much of the funds needed to replace gold exports 
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These increases in security holdings represented largely a joint 
purchase of securities by all the Reserve Banks. The principal 
transactions in Government securities in the System account were 
as follows: 


Sales of $65,000,000— Early in May to offset the effect on the money market of 
purchases of gold abroad. 

Purchases of $100,000,000—Between early in May and early in June to offset the ear- 
marking of gold for foreign account. 

Purchases of $ 79,000,000—Between the first of June and the middle of August in con- 


nection with reductions in discount rates at a number of the 
Federal Reserve Banks. 


Purchases of $ 60,000,000—Between late August and early October for the purpose of 
offsetting sales of Federal Reserve holdings abroad. 
Purchases of $ 45,000,000—During the latter part of October and early November, 
offsetting in part the effect of gold exports and earmarkings. 
The other changes in security holdings shown by the diagram 
represented either temporary accommodation to the Treasury De- 
partment through the purchase of special one-day certificates of 
indebtedness to provide funds to redeem maturing securities, or 
accommodation given to dealers in Government securities through 
the purchase of securities under sales contract, by the terms of which 
dealers agree to repurchase the securities within a period of fifteen 
days. 
BILLS PURCHASED 
The course of bills purchased both by the Federal Reserve Bank 
of New York and by the Federal Reserve System followed in 1927 
very much the same course as in 1926. At times there was a slight 
increase over 1926, but in general the amounts held were little larger 
despite the fact that the volume of bills outstanding in the market 
during the past autumn was between two and three hundred million 
dollars larger than during the autumn of 1926, and about the largest 
yet attained in this market. Thus the Federal Reserve Banks held 
during 1927 a somewhat smaller proportion of the total acceptances 
outstanding than in 1926. With money somewhat easier during 


MULLIORS of DOLLARS MILLIONS gy DOLLAKS 
300 10 





100) 
J FMANMJITASORN D J TRAM STS FAS ON D 


6. Bills held by the Reserve Banks in 1927 were no larger than in 1926 despite a 
considerably larger volume of bills outstanding 
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the past year the market for acceptances was somewhat better, 
particularly the market made by foreign funds in this market. The 
rates at which this bank stood ready to purchase prime bills from 
member banks and dealers during the year were as follows: 








Date Put Into 1-15 16-45 46-90 91-120 | 121-150 | 151-180 
Effect days days days days days days 
January 1, 1927 3% 3% 3% 334 4 4 
July 29, 1927 3% 3% 3% 3% 3% 3% 
August 5, 1927 3 3% 3% 33% 3% 3% 


August 22, 1927 3 3 3% 33% 3% 334 





FEDERAL RESERVE NOTES 

A decline in the amount of Federal Reserve notes in circulation 
reported both for the Federal Reserve Bank of New York and for 
the System reflected a decrease in the total amount of money in 
circulation, which was after the first four months of the year about 


HILLONS of DOLLAPS 
600 — 
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ERRORS TOT eS Tees Tee 
7. Federal Reserve notes in circulation decreased during the second half of 1927 
reflecting some reduction in business activity and in payrolls 
$60,000,000 under 1926. This decrease was only partly in the form 
of Federal Reserve notes as the amount of gold certificates out 
standing was also reduced by about $40,000,000 on the average. 
These reductions are explainable by reference to the data for trade 
and employment, and particularly the data for payrolls of industrial 
establishments which in December were reported by State and 
Federal authorities as 5 to 7 per cent smaller than in the correspond- 
ing month in 1926. 


MEMBER BANK DEPOSITS 
In the course of the year the reserve deposits of member banks 
increased about $90,000,000 in the New York district and about 
$180,000,000 for all districts. Since the member banks are required 
by law to maintain these deposits with the Reserve Banks in fixed 
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percentages of their own net demand and time deposits, and since 
the member banks almost never maintain reserve deposits in any 
considerable excess over the amounts legally required, an increase 
in this item is an indication of an increase in bank deposits in an 
amount somewhat proportionate to the increases in reserve deposits. 





DMLLIONS of DOLLARS ; MILLIONS of DOLLARS 
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8. Reserve deposits of member banks increased considerably in 1927 
accompanying a large increase in bank credit 


The available figures in fact indicate that, accompanying a 
rapid expansion of loans and investments during the course of the 
year, the time and net demand deposits of member banks increased 
about $2,500,000,000 and it is probable that the deposits of non- 
member banks showed a somewhat similar proportional increase so 
that the total increase of bank deposits for the country as a whole, 
during 1927, was in the neighborhood of $3,500,000,000 or 7 per 
cent. In view of the somewhat restricted volume of trade during 
the year it seems clear that this increase in credit was in excess of 
the increase in the ordinary requirements of business. This pre- 
sumption is borne out by such analysis of the figures as is possible 
from the data reported by the so-called reporting member banks 
which are about 660 of the larger member banks in principal centers. 
The major facts reported by these banks are illustrated in the accom- 
panying diagram. 

Commercial loans, the item carried in the reports as “‘All other 
Loans and Discounts,’ which is presumed to be predominantly 
commercial, have shown but slight if any increase during the year. 
But on the other hand bank investments and loans on stocks and 
bonds have each increased about $900,000,000 for these banks. Thus 
the increases in credit during the year have been utilized largely for 
financial rather than directly for business operations. It is not pos- 
sible to trace how far such an increase in the use of credit finds its 
way indirectly into business use of one kind or another and how far 
it is merely absorbed in the increased prices of securities or prop- 
erties. It may safely be said, however, that the increase in the 
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volume of credit during the past year has been more rapid than can 


ordinarily be utilized by the regular growth in the volume of the 
country’s business. 


BILLIONS of DOLLARS BILLIONS of DOLLARS 
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9. The expansion in credit during 1927 as shown by the Reporting Member Banks took 
the form of loans on securities and increased investments 
rather than commercial loans 





While in general the state of business appears to be sound and 
there do not appear, for example, to be abnormal industrial inven- 
tories, there have been a number of developments in the course of 
the year which would appear to deserve careful scrutiny. These 

developments include a very large increase in bank loans to brokers 
and dealers in securities, an unusual amount of speculation in bank 
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stocks particularly, and what appears to be excessive activity in 
the organization of-companies to purchase bank stocks, and a dis- 
position to establish many new banks. 


Bank Policy 


Federal Reserve policy in this district found its principal expres- 
sion in a reduction in the discount rate of the bank from four per 
cent to three and a half per cent on August 5, and in changes in the 
holdings of Government securities. 

The reduction in discount rate was made at a time when do- 
mestic business was beginning to show some recession and the 
financial position of Europe was such that considerable financial 
stringency was threatened by the continuance of a four per cent 
discount rate in New York. A general increase in interest rates in 
Europe during the fall season would undoubtedly have restricted 
foreign purchases of American farm products. 

The purchases of Government securities in the course of the year 
were made in part to offset the effect on the money market of ear- 
marking and exports of gold, and in part were made in connection 
with the change of discount rate. 

The reduction in discount rate by this bank and by other 
Reserve Banks and purchases of Government securities in July and 
August were followed by strength in the exchanges of various coun- 
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10. Money rates in New York tended to be easier during the second half of 1927 
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tries and a reversal of the gold movement from net imports to net 
exports. 

Diagram 10 shows the course of the discount rate and the open 
market rates on commercial paper and acceptances in New York. 


Foreign Relations 


Two definite steps were taken during the year by the Federal 
Reserve Bank of New York and the other Reserve Banks in fur- 
therance of the general return of the countries of Europe to the gold 
standard. 

The Federal Reserve Bank of New York in association with all 
other Federal Reserve Banks participated in the credit arrange- 
ments granted by various banks of issue to the Bank Polski, the 
Polish bank of issue, in furtherance of the plans which were com- 
pleted for the stabilization of the Polish currency. Under the terms 
of these arrangements the Federal Reserve Bank of New York 
agreed, if desired, to purchase from the Bank Polski up to a total of 
five and a quarter million dollars of prime commercial bills. 


The Italian Government on December 22 announced the 


establishment of its currency on a gold exchange basis and the legal 
revaluation of the lira in terms of gold. 


In accordance with the practice followed in other European 
countries when returning to a gold basis and to ensure the mainte- 
nance of monetary stability, the Banca d’Italia entered into a credit 
arrangement with the principal banks of issue for $75,000,000 or its 
equivalent. A separate credit was arranged by the Banca d'Italia 
with certain private bankers aggregating about $50,000,000 or its 
equivalent. In connection with the credit arranged by banks of 
issue the Federal Reserve Bank of New York, in association with 
other Federal Reserve Banks, agreed, if desired, to purchase from 
the Banca d'Italia up to a total of $15,000,000 of prime commer- 
cial bills. 

During the course of the year similar credit arrangements which 
had been made in 1925 with the Bank of England and in 1926 with 
the National Bank of Belgium expired. In neither case had any use 
of the credit arrangements been made, though their presence un- 
doubtedly added to the assurance with which those countries under- 
took their return to the gold standard. 


In general, the conclusion of 1927 finds the financial, business, 
and social condition of the countries of Europe more nearly normal 
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than at any time since the War. All of the major countries, with 
the exception of France, have effected legal stabilization of their 
currencies, and the French monetary position is vastly improved 
from a year ago and de facto stabilization of the franc has been 
achieved for a number of months. Business and trade are more 
active throughout Europe and unemployment is reduced. 


Movement of Funds To and From the New York Money 
Market 


In recent years studies have been carried on by this bank to 
determine in general the sources of funds coming into the market 
and the distribution of funds withdrawn from the money market. 
Since practically all inter-district transfers and settlements are now 
made through the gold settlement fund of the Federal Reserve Sys- 
tem, and since practically all currency and gold movements are at 
least recorded in one form or another on the books of the bank, it has 
been possible from the records of this bank to make a broad classi- 
fication of the movements of funds to and from the New York 
banks, which constitute the immediate source of supply of funds used 
in the money market. 

The largest movements of funds during 1927 were the move- 
ments to and from other districts. These are illustrated in the fol- 
lowing diagram. It shows that both in 1926 and 1927 there was an 
accumulative movement of Treasury funds to New York amounting 
to 500 or 600 million dollars, which was largely offset by other 
transfers, designated on the diagram as “commercial transfers,” 
from New York totaling around 400 millions. 
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11. Transfers of funds to New York by the Treasury to cover the redemption of maturing 
securities and interest payments were made in 1927 as in previous years, but were 
largely offset by withdrawals of funds by commercial banks in other districts 
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Ordinarily, about two-thirds of every issue of United States 
Government securities, especially the short-term issues, finds its 
way to New York by the time it matures, whereas the proportion of 
Federal income taxes collected in this district is about one-third of 
the total for the country. Consequently, Treasury disbursements 
to redeem maturing obligations regularly exceed receipts within the 
district at tax periods, and the balance must be met by transferring a 
part of the proceeds of tax collections in other districts to New York. 
To replace the funds transferred by the Treasury, commercial banks 
in other. districts withdraw funds from New York after each tax 
period. These funds which are withdrawn from New York probably 
represent, among other things, the proceeds of securities sold or 
matured in this district and the payments for merchandise exported 
through New York. 

The short-term fluctuations in these “commercial’’ transfers 
appear to be closely connected with currency requirements in other 
districts. There is a perceptible tendency for outward transfers to 
be made in the latter half of the week when currency for weekly 
payrolls and other purposes is withdrawn from the banks, and for 
transfers to New York to be made in the early part of each week 
accompanying the return of currency from circulation. These trans- 
fers to and fro are reflected in the amount of funds employed in New 
York by out-of-town banks in the form of call loans. 

The third principal group of inter-district transfers represents 
settlements between Federal Reserve Banks for bill and security 
transactions. When purchases of bills or securities are made in this 
market for the account of other Reserve Banks, payment to the 
New York Bank is made through the gold settlement fund, and 
when bills or securities from the holdings of other Reserve Banks 
mature in New York, the return payment similarly is made through 
the fund. Apparently due to maturities in New York of bills and 
securities purchased in other districts, the general tendency of these 
Reserve Bank settlements seems to be to withdraw moderate 
amounts from New York. 


The two other principal movements of funds which affect the 
position of banks in this district are increases and decreases in the 
amount of currency in circulation within the district, and exports, 
imports, and earmarking of gold. These have been discussed earlier 
in this report. 
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Membership Changes in 1927 


In 1927, membership of the Federal Reserve System in this 
district, continued the growth of the preceding year. The organiza- 
tion of new banks has again been the principal factor in this result 
and fewer National banks have been converted into State non- 
members. There was a larger number of mergers and consolidations 
among the member banks, which accounted for the majority of 
the decreases. No loss in membership occurred due to insolvencies 
or state bank withdrawals. 

The accompanying tables set forth the number of banks in the 
Second District classified according to their charters, whether 
National or State, and give also an analysis of the causes which 
brought about changes in membership during the year. 





NUMBER OF MEMBER AND NONMEMBER BANKS IN SECOND FEDERAL RESERVE DISTRICT 
AT END OF YEAR 





DECEMBER 31, 1927 DEcEMBER 31, 1926 






Type of Bank 
Non- | Per Cent Non-_ | Per Cent 
Members | Members | Members | Members |} Members | Members 


National Banks. ..... 
State Banks*........ 55 225 20 57 232 20 
Trust Companies..... Mm 186 37 106 179 37 


WINS Scho igs 




















* Exclusive of savings banks. 


CHANGES IN FEDERAL RESERVE MEMBERSHIP IN SECOND DISTRICT DURING 1927 


aobas membership bemmining Of Year, «<<. 564.6... 65 cca cdg es 08 oe ee Bees 






Increases: 
National Banks Organized. . Le eee eae 28 
Conversion of nonmember banks to National... soar elation 4 
PURPA AOE OCU TORTIE, 5 ocoic soe nc os ned obiv-e anh dvvwigie los « saris nears wee 


MN NNN rs cess ersica vss aon ed sip RRA SiS A ss 









Decreases: 
Conversion of National bank to nonmember................. 0.000005 

Member banks combined with other members............... 0.05200 16 
PII 2 ol Shed 5 Neneh fen Re ned eevee clan eerie di hcidebr Salada ha ace 0 
ITI SS Ne iN sti cd Pen AL Cte tyne We raededad Sie ie ce ok (te yas 0 


RM RRIR MEME og 8.5 sur ee, sa Ae Peace a tses leach ema ee aa 


I SRE 585K Chay gn hans Rareteiare ty etait orcapua Savas aT 


AMR REUSE IITED TOMATO OIE 56 55654 @ Sp widev. 5 less Soo Grd ARE ON OEE 
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Reports of Operation 


As complete statistics of the operations of each Reserve Bank are 
published in the annual report of the Federal Reserve Board, de- 
tailed figures of the operations of this bank are omitted from this 
report, with the exception of the following pages showing the state- 
ment of condition at the beginning and end of the year, the income 
and disbursements during the year, and a table showing the volume 
of operations in principal departments, including the Buffalo 


Branch. 


STATEMENT OF CONDITION 


RESOURCES 





Casu Reserves held by this bank against its 

deposits and note circulation: 

Gold held by the Federal Reserve Agent as 
part of the collateral deposited by the bank 
when it obtains Federal Reserve notes. 
This gold is lodged partly in the vaults of 
the bank and partly with the Treasurer 
of the United States. . 

Gold redemption fund in the hands of the 
Treasurer of the United States to be used 
to redeem such Federal Reserve notes as 
are presented to the Treasury fer — 
tion. . ? 

Gold and gold certificates in vault. . 

Gold in the gold settlement fund lodged with 
the Treasurer of the United States for the 
= of settling current transactions 

etween Federal Reserve districts. . 

Legal tender notes, silver, and silver certifi- 
cates in the vaults of the bank (available 
as reserve only against deposits) 


"TOtal CAB TOMER VES... cs ise bc cwcnds 
Non-reserve cash consisting mpl of Na- 
tional bank notes, and minor coin. 


LoANS AND INVESTMENTS: 
Loans to member banks: 
On the security of obligations of the United 
States. . 
By the discount of commercial or agricul- 
tural paper or acceptances. . ae 
Acceptances bought in the open market. 
United States Government bonds, rn and 
certificates of indebtedness....... nae 


Total loans and investments.......... 
MISCELLANEOUS RESOURCES: 
Bank premises. . 
— and other items in process ‘of collec- 
tion x 
All other miscellaneous resources. 


Total miscellaneous resources.......... 


"FOUG) VOSOUTOEB eo icsoc bs kcede ved bsles 


$320,067 ,446.59 


17,171,916.69 
372,076,393.63 


159,285,227.90 


24,598,953.00 


.|  $893,199,937.81 


.|  $20,923,803.11 


$230,800,050.00 


50,537,894.62 
97,652,134.74 


181,479,900.00 


-| $560,469,979.36 


$15,881,823.71 


193,847,416.29 
6,104,632.87 


$215,833,872.87 
$1,690,427,593.15 


| Dec. 31, 1927 | Dec. 31, 1926 


$282, 987,466.59 


15,197,976.79 
439,891,808.C3 


223,474,611.35 


22,523,994.00 


$984,075,856.76 


$15,893,779.00 


$146,539,450.00 


37,935,764.92 
101,443,211.79 


58,863,750.00 


$344,782,176.71 


$16,276,254.61 


188,450,357.86 
1,788,471.18 


$206,515,083.65 
$1,551,266,896.12 
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LIABILITIES Dec. 31, 1927 Dec. 31, 1926 





Notes IN CIRCULATION: 
Federal Reserve notes in actual circulation, 
payable on demand. These notes are 
secured in full by er and discounted 








and purchased paper. . $e 66:4 4-9'0.0:0:60:s)0]| BOO Sed OOLOO $416,874, 122.50 
Total notes in circulation..............] $390,343,496.50 $416,874,122.50 
Deposits: 





i, Reserve deposits maintained by member 
4, banks as legal reserves against the deposits 
* of their customers. . ....| $1,009,922,990.27 $835,959,724.96 
United States Government deposits carried at 
%&e the Reserve Bank for current requirements 


{® of the Treasury. . : 1,565,311.84 498,341.80 
4, Other deposits including ‘foreign | deposits, 
deposits of nonmember banks, etc......... 12,761,471.57 34,844, 167.75 








Total deposits........................| $1,024,249,773.68 $871,302,234.51 








MISCELLANEOUS LIABILITIES: 
Deferred items, composed mostly of uncol- 
lected checks on banks in all parts of the 
country. Such items are credited as de- 
posits after the average time needed to 
collect them elapses, ranging from 1 to 8 


ee ee ny Ne aids calor anos $170,612,489.82 $162,884,891.11 
All other miscellaneous liabilities........... 1,905,036.39 2,142,447.92 








Total miscellaneous liabilities..........| $172,517,526.21 $165,027,339.03 


CaPITAL AND SURPLUS: 
Capital — in, equal to 3 per cent of the 
capital and surplus of member banks..... . $40,309,600.00 $36,449,250.00 
Surplus—That portion of accumulated net 
earnings which the bank is legally required 








Nh ohn UR tenet ink wie sic cow eG 63,007,196.76 61,613,950.08 
Total capital and surplus..............] $103,316,796.76 $98,063,200.08 








Total liabilities.......................| $1,690,427,593.15 | $1,551,266,896.12 


INCOME AND DISBURSEMENTS 


Gross income for the year 1927 was about the same as in 1926. 
A decrease of $1,200,000 in earnings from loans to member banks 
was offset by increased earnings from acceptances and United 
States Government securities purchased. 

Expenses of current bank operation again were smaller than in 
the preceding year, notwithstanding a continued increase in the 
volume of operations of the bank. The net income for the year was 
sufficient to pay the six per cent dividend of $2,327,000 on capital 
stock, provided by the Federal Reserve Act, and to add $1,393,000 
to the surplus, which under the law must be increased by all net 
income after dividends until it is equal to the total subscribed 
capital stock of the bank. The total subscribed capital stock is now 
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$80,619,200, the total paid-in capital stock $40,309,600, and the 
surplus after this year’s payment $63,007,196. The capital increases 
each year as the bank resources of the district increase, since member 
banks are required to subscribe to an amount of Federal Reserve 
stock equal to six per cent of their own capital and surplus and to 
pay in one-half of the amount subscribed. 




















1927 1926 
EARNINGS: 
From loans to member banks and hnpee dis- 
counted for them. . eee i ae $4,614,110.43 $5,836 ,835.57 
From acceptances ow ned.. 2,558,080.10 2,001,668.33 
From United States Government obligations 
owned. . B ieteh stigtca eniah canteen ark adote 2,960,562.64 2,379,546.18 
Other earnings. . Ea iean ace arte anand eater at 515,005.63 382,917.47 
PRORIN CRIED (0) S55 bi celeb Ae wnseiee oe $10,647,758.80 $10,600,967.55 
ADDITIONS TO EARNINGS: 
For sundry additions to earnings, including) | 
income from Annex Building............. | $126, 074. 48 $174,366.14 
DEDUCTIONS FROM EARNINGS: | 
For current bank operation. (These figures 
include most of the expenses incurred as 
fiscal agent of the United States). . $5,955,030.69 $5,991,459.59 
For Federal Reserve Currency, mainly the 


cost of printing new notes to replace worn 
notes in circulation, and to maintain sup- 
plies unissued and on hand, and the cost of 











redemption... ... 517,139.84 429,981.88 
For depreciation, ‘self-i -insurance, ‘and other re- 

rh Ca ee re ore 581,061.33 604,143.98 

Total deductions from earnings......... $7,053,231.86 $7,025,585.45 


Net income available for dividends, additions 
to surplus, and ae to the United 
States Government. . : ‘ $3,720,601.42 $3,749,748.24 
DIsTRIBUTION OF Net INCOME: 
In dividends paid to member banks, at the 
rate of 6 per cent on paid-in capital....... $2,327,354.74 $2,100,190.56 
In additions to surplus—The bank is re- 
quired by law to accumulate out of net 
earnings, after payment of dividends, a 
surplus amounting to 100 per cent of the 
subscribed capital; and after such surplus 
has been accumulated to pay into surplus 
each year 10 per cent of the net income 
remaining after paying dividends......... 1,393,246.68 1,649,557.68 
Any net income remaining after paying 
dividends and making additions to surplus 
(as above) is paid to the United States 
Government as a franchise tax. No bal- 
ance remained for such payments in 1927 
or 1926 








Total net income distributed. .......... 0... $3,720,601.42 $3,749,748.24 
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VOLUME OF OPERATIONS 





The two largest operations of the Reserve Banks in point of 
volume are the payment and receipt of currency and the collection 
of checks and non-cash items. Upon these two operations taken 
together more than half of the staff of the New York Reserve Bank 
is engaged. During 1927, the volume of work in these two major 
functions in the New York Reserve Bank continued to increase. 
There were increases in other functions as well. Bills purchased 
increased considerably over the preceding year, due to unusual 
activity in the bill market. A large increase in transactions in 
United States Government securities, which totaled over five billion 
dollars in 1927, reflected the refunding of the Second Liberty Loan 
bonds. The principal decrease in operations was in bills discounted, 
reflecting somewhat smaller loans to member banks. The following 
table shows the volume of principal operations for the past two 
years both in items and in dollar amounts. 































































Amounts Handled 
Bills discounted. . 


Bills purchased in ‘open market for own account 
Currency received and counted. . 
































Transfers of funds.... . 

















$13,854,347,000 
1,975,505,000 
. 4,159,821,000 


50,898, 108,000 





Number of Pieces Handled 

Bills discounted: 

Applications. . 14,525 16,249 

Notes discounted. . 31,024 35,660 
Bills purchased in open | market for own account 99,238 76,466 
Currency received and counted. . she ga ace tae 640,967,000 605, 280, 000 
Coin received and counted................... 1,189,801,000 i 129, 027, 000 
Checks handled. . EMA cesch aries ied aeeiacoe 168,724,000 "155,488,000 
Collection items handled: 

United States Government age paid. ... 9,931,000 10,783,000 

All Other. . Picasa 2,259,000 2,064,000 
United States securities—issues, redempti ions, 

and exchanges ~~" fiscal agency y department 2,196,000 1,572,000 

Transfers of funds. . ene 355,000 329,000 





$17,242,348,000 
1,437,565,000 
3,925,170,000 


Coin received and counted. . 588,422,000 380,569,000 
Checks handled. . , 100,206,587,000 93,068,875,000 
Collection items handled: 
United States Government coupons paid. . 250,622,000 296,577,000 
All Other. . os 2,385,753,000 2,065,742,000 
United States securities—issues, redemptions, 
and exchanges = fiscal agency pa 5,219,626,000 2,635,722,000 


44,392,474,000 
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CHANGES IN DIRECTORS 


On January 13, 1927, Owen D. Young resigned his position as a 
Class B director and was appointed by the Federal Reserve Board 
as a Class C director for a three-year term and Deputy Chairman of 
the Board for one year to succeed W. L. Saunders whose term had 
expired. At a special election by the member banks in Group 1, 
that is, those having a capital and surplus above $1,999,000, to fill 
the unexpired term of Mr. Young as Class B director until December 
31, 1928, William H. Woodin, President of the American Car & 
Foundry Company, New York, was elected and took office on 
April 7, 1997. 

On February 10, 1927, it was announced by the Federal Reserve 
Board that Gates W. McGarrah had been appointed Class C 
director, Chairman of the Board, and Federal Reserve Agent. Mr. 
McGarrah assumed the duties of office on May 2, 1927. 

Clarence M. Woolley was reappointed by the Federal Reserve 
Board to serve as Class C director for three years, beginning January 
1, 1928. As the result of an election held during October and Novem- 
ber Delmer Runkle, Class A director, and Samuel W. Reyburn, 
Class B director, were reelected to succeed themselves as directors, 
each for a term of three years beginning January 1, 1928, by the 
member banks of Group 3, those banks having capital and surplus 
below $201,000. 

At the Buffalo Branch, Edward A. Duerr, President of the Com- 
munity National Bank, Buffalo, was appointed by the Federal 
Reserve Board to fill the unexpired term of John A. Kloepfer, de- 
ceased, and Arthur Hough was reappointed by the Federal Reserve 
Board as a director for a three-year term beginning January 1, 1928, 
and was elected Chairman of the Board for one year. Elliott C. 
McDougal was reappointed by the Federal Reserve Bank of New 
York for a term of three years, beginning January 1, 1928. The 
Managing Director of the Buffalo Branch, Walter W. Schnecken- 
burger, was reappointed for the ensuing year. 


MEMBER OF ADVISORY COUNCIL 


On January 5, 1928, James S. Alexander of New York City, was 
reelected by the Board of Directors of this bank to serve as a member 
of the Advisory Council for the current year. 
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OFFICERS AND STAFF 


The changes which took place in the official staff of the bank dur- 
ing 1927, were as follows: 

Herbert S. Downs was appointed Assistant Federal Reserve 
Agent, in addition to his office as Manager of the Bank Relations 
Department, effective February 11, 1927, and on October 1, William 
H. Dillistin returned to the bank as Assistant Federal Reserve 
Agent, after an absence of nearly two years, during which he was 
Vice President of a member bank. 

Laurence H. Hendricks, Controller of the Fiscal Agency Func- 
tion, resigned January 31, 1927, and Jesse Holladay Philbin, 
Assistant General Counsel and Secretary, resigned as of April 30, 
1927. 

It was announced in January 1928, that the office of Con- 
troller had been abolished and that of Assistant Deputy Governor 
had been created. Arthur W. Gilbart, formerly Controller of Cash 
and Collections, and Leslie R. Rounds, formerly Controller of Ac- 
counts, were appointed Deputy Governors. Ray M.Gidney, formerly 
Controller of Loans, J. Wilson Jones, formerly Controller of Admin- 
istration, Jay E. Crane, formerly Manager of the Foreign Depart- 
ment, and Walter B. Matteson, formerly Manager of the Securities 
Department, were appointed Assistant Deputy Governors. Jay E. 
Crane also was appointed Secretary. Harold V. Roelse, formerly Chief 
of the Reports Division, was appointed Manager of the Reports De- 
partment and William A. Scott, formerly Chief of the Foreign 
Department, was appointed Manager of the Foreign Department. 

Elmer L. Theobald, Assistant Cashier of the Buffalo Branch, 
has resigned, effective February 15, 1928. R. B. Wiltse has been 
appointed Assistant Manager, effective February 23, 1928. 
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DIRECTORS AND OFFICERS 


January 1, 1928 


Term 
Expires 
Class Group DIRECTORS Dec. 31 
A 1 Jackson E. Reynoups, New York City . . ... . . . 1928 
President, First National Bank 
A 2 Roserr H. Treman, Ithaca, N. Y. ue. ee 
President, The Tompkins County National Bank 
A 3 Detmer Runge, Hoosick Falls,N.Y. . . . . . =. =. ~~ 21930 
President, Peoples National Bank 
B 1 Wiuu1am H. Wooptn, New York City . . . ewis ~~ @ ae 
President, American Car & Foundry Comeny 
B 2 TsHeEoporeE F. WuirmarsH, New York City . . . . . . . 41929 
President, Francis H. Leggett & Company 
B 3 Samvuet W. Reypurn, New York City. . . .... . +. 41930 
President, Lord & Taylor 
C Gates W. McGarrau, New York City, Chairman . . . . . 1928 
C Owen D. Youna, New York City, Deputy Chairman sie, & 
Chairman, General Electric Company 
C CiarENcE M. Woottey, Greenwich,Conn. . . . . . . . 1930 
Chairman, American Radiator Company 
MEMBER OF FEDERAL ADVISORY COUNCIL 
James §. ALEXANDER 
Chairman, National Bank of Commerce in New York 
FEDERAL RESERVE AGENT’S FUNCTION 
Gates W. McGarrau, Federal Reserve Agent 
W. Ranvo.rpu Burcsss, Assistant Federal WiuiaM H. Diiuistin, Assistant Federal 
Reserve Agent Reserve Agent 
HeErsert S. Downs, Assistant Federal Re- Cart Snyper, General Statistician 
erve Agent and M. , Bank Rela- 
sae Sete war ae Harotp V. Roexse, Manager, Reports 


Department 


Epwarp L. Dopasg, General Auditor 
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GENERAL OFFICERS 


Bens. Strona, Governor 


J. Herpert Case, Deputy Governor Louris F. Satter, Deputy Governor 
Grorce L. Harrison, Deputy Governor Epwin R. Kenzeu, Deputy Governor 
Les.ig R. Rounps, Deputy Governor ArtTHuR W. GiLBart, Deputy Governor 
Ray M. Gipnry J. Witson JONEs, 

Assistant Deputy Governor Assistant Deputy Governor 
Jay E. Crane Wa ter B. Matteson 

Assistant Deputy Governor and Secretary Assistant Deputy Governor 


L. RanpoutpH Mason, General Counse! 


JUNIOR OFFICERS 


Duprey H. Barrows, Cuar.es H. Cor 
Manager, Administration Department Manager, Loan and Discount Depart- 
Epwin C. FrRENcH — 
Manager, Cash Department Rosert F. McMurray 
Rosert M. O’Hara Manager, Collection Department 
Manager, Bill Department James M. Rice 
Wesson A. fooer Manager, Accounting Department 


Manager, Foreign Department STEPHEN S. VANSANT 
Manager, Government Bond and Safe- 


I. Warp WaTERS keeping Department 


Manager, Check Department 


BUFFALO BRANCH 





DIRECTORS Term 
Expires 
Dec. 31 
Frank W. CRANDALL. wine tee 1928 
President, National Bank of Westfield, Westfield, N. Y. 
Artuour Hoves, Chairman < a A. ual) Gd “oulAy te See 
President, Wiard Plow Company, Batavia, N. 
Epwarp A. DuERR . Gecks ol oe fo! 5: eee 
President, Community National Bank, Buffalo 
Ex.iott C. McDoveat ee ee eM 
Chairman, Marine Trust Company, Buffalo. 
Frep B. CooLry : Fe hah dirs | 9.5, ext eg 
President, New York Car Wheel Company, Buffalo 
Harry T. RAMSDELL - « »« 22 
Chairman, Manufacturers and Traders Trust Company, Buffalo. 
WattTer W. ScHNECKENBURGER, Managing Director . . . . . . . . 1928 
OFFICERS 
Wa ter W. ScHNECKENBURGER Cuirrorp L. BLAKESLEE 
Manager Director Assistant Cashier 
Hatsey W. Snow, JR. Eimer L. THEOBALD 


Cashier Assistant Cashier 





